Automobile Manufacturers Association 


TRADE BARRIERS DOWN FOR CARRIERS OF WAR GOODS 


(See inside front cover and article on page 135) 


IN THIS ISSUE 


Contributors and Articles 


“HERE ts the story” (p. 135) tells of the dramatic way 
in which the States have once again acted concertedly 
to aid the Nation's war effort. By means of reprinting 
an exchange of letters and telegrams, the promptitude 
with which the Governors of the 48 States responded 
to their country’s appeal is graphically illustrated. It 
was, in large part, by means of war powers of the 
States’ Chief Executives that this speedy action was 
obtained. These war powers give to the Governors, in 
many States, the authority tq issue administrative or 
executive orders, or proclamations on matters relating 
to the winning of the war. The problem confronting 
the nation was, of course, the speeding up of shipments 
of war supplies by establishing uniform rules and regu- 
lations concerning the lengths, sizes, and weights of 
motor transport vehicles, and, incidentally, other recipro- 
cal arrangements. One third of the States had rules 
or regulations which constituted trade barriers to cross- 
country shipments of war material. Here was a prob- 
lem for the States themselves to solve, and one which 
must, of necessity, be solved with dispatch. Within 
ten days from the date the appeal was made, every 
Governor in the United States had placed his State on 
the “Honor Roll” by accepting and making effective the 
uniform standards which are here outlined in the letter 
from the Under Secretary of War to the Executive 
Director of the Council of State Governments. 


Joun K. Lancum (“A Constructive Emergency Tax 
Program,” p. 137) is Manager of the Research and 
Statistical Department for the Federal Reserve Bank of 
Chicago. He is the author of several important studies 
on monetary and fiscal policy, and has been a Lecturer 
in Economics at both the University of California and 
the University of Minnesota. In the article contained 
in this month’s issue, Mr. Langum furnishes readers 
of State GOVERNMENT magazine with a highly in 
telligent analysis of the problem of inflation—a prob 
lem which is of vital concern to all levels of govern- 
ment, in both their present and postwar planning efforts. 


AN ARTICLE by staff member Ellen Bull on “The Alien 
Physician in the War Program” (page 139) discusses 
the restrictions which States have imposed upon the 
practice of medicine by foreign doctors. It is observed 
that the present shortage of medical men could be 
greatly relieved if the States would review their re 
strictions in the light of war-time requirements. The 
talents of physicians who happen to have been trained 
in other lands need not, however, be used for emergency 
purposes only. An insufficiency of medical care, it would 
appear, existed in numerous American communities 


even before the war program took so many doctors, 


AN ARTICLE appearing on page 141, under the heading 
“Voting by Men in Service,” reports that the Army 
and Navy have approved plans outlined by the National 
Association of Secretaries of State to insure privileges 
of citizenship to members of the armed forces. The 
plan will be implemented through the Secretary of the 
home State of each service man applying for an 
absentee ballot. Ways and means of carrying out the 
program will be further discussed at the forthcoming 
annual meeting of the Secretaries of State, which is 
previewed on the same page. 


ON PAGE 143 is reprinted, under the title “State War- 
time Fiscal Policy,” the text of a resolution adopted by 
the first of a series of regional conferences dealing 
with the subject. It reflects, in general, the attitude 
taken by this and subsequent meetings regarding co- 
ordination of the financial plans of the various levels of 
government for winning the war. 


As THIs issue goes to press the Annual Meeting of the 
Governors’ Conference is convening at the Grove Park 
Inn near Asheville, North Carolina. Never in the 
thirty-four years since President Theodore Roosevelt 
first called the Chief Executives of the States together 
to consider their mutual problems, have these problems 
been of such magnitude. It is fitting, therefore, that 
attendance should be the largest in many years. Some 
forty Governors and their families, three ex-Governors 
and one Governor-elect will be on hand for the four-day 
Conference, and special guests include the Ambassadors 
of Britain, China and the Netherlands, together with 
the United States Secretary of Commerce and Under 
Secretary of War, Assistant Secretary of the Navy, 
the Chairmen of the War Production Board and the 
War Manpower Commission, the Administrator of the 
Office of Price Administration, the Director of Civilian 
Defense, and the Director of Defense Transportation. 
Portraits of those Governors who make up the Execu- 
tive Committee of the Governors’ Conference appear on 
the frontispiece, and the inside back cover carries a 
complete program of activities. 


On the Cover 


STATE GOVERNMENT magazine is indebted this month 
to the Automobile Manufacturers’ Association for its 
cover photograph. The picture shows a transport truck, 
carrying all-important defense materials, going along 
a highway unhampered by interstate trade barriers which 
formerly caused frequent delays for reloading, etc., to 
meet varying state rules and regulations. 
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Here Is the Story 


An Outstanding Example of How 
the States Operate in an Emergency 


HE STORY starts at the time of the last meet- 
| ee of the Board of Managers of the Council 
of State Governments, immediately after Pearl 
Harbor, when the Council went on record in these 


words: 


“Resolved that the Council of State Governments 
extends to the President of the United States, and 
to all federal agencies, our full support and our 
entire facilities, including State and Local Defense 
Councils organized and in action in the forty-eight 
States, and state and local employees engaged in 
many fields of activities, for use in the most effec- 
tive manner to carry out any and all jobs to be done 
to secure victory in the war in which we are now 
engaged.” 


On May 5th, the Department of Commerce 
held a conference in Washington to discuss im- 
pediments to the war effort. At that conference, 
the Council of State Governments recommended 
“that a committee be established within the na- 
tional government to work with a similar commit- 
tee to be set up by the States—this joint committee 
not to concern itself with study and survey and 
research—enough of that had been done already 
by the national, the state, and the local govern- 
ments—but to concern itself primarily with im- 
mediate solutions of present difficulties, on the 
one hand, and with the prevention of their re- 
currence, on the other.” 

Several days later, the Council made the same 
recommendation to the President. 

The story continues: 


May 16, 1942 
The Honorable 

The Secretary of Commerce 
My dear Mr. Secretary: 

As you know, divergent State laws and regula- 
tions are impeding many phases of the war effort. 
Those impediments to full production were discussed 
at your conference last week between representa- 
tives of the State Governments and Federal war 
agencies. Specific solutions must be developed. 

The Council of State Governments has. suggested 
that I appoint a committee from the war agencies 
to meet with the Executive Committee of the Gov- 


ernors’ Conference and formulate these solutions. 

I am appointing you chairman of the committee 
from the Federal Government. Other members are 
the Secretary of the Treasury, the Attorney General, 
the Under Secretary of War, the Assistant Secretary 
of the Navy, the Chairman of the War Production 
Board, the Director of the Office of Price Adminis- 
tration, the Director of the Office of Defense Trans- 
portation, and the Chairman of the War Man- 
power Commission. 

I suggest that you communicate at once with 
Mr. Frank Bane, Executive Director of the Council 
of State Governments, and arrange a meeting of 
your committee with the Executive Committee of 
the Governors’ Conference early next week. 

Sincerely yours, 
/s/ Franklin D. Roosevelt 


On May 2oth, the Executive Committee of the 
Governors’ Conference met with the President's 
Committee. One of the members of the Presi- 
dent’s Committee was the Under Secretary of 
War. He had a suggestion: 


May 20, 1942 
Dear Mr. Bane: 

Successful prosecution of the war requires the 
utmost efficiency in the use of motor transportation. 
We cannot afford to have motor transport delayed 
or impeded by diversity of State laws and regula- 

‘tions with respect to widths, lengths, weights, etc. 
of commercial motor vehicles. The present enforce- 
ment of the varying regulations in the different 
States is a serious interference with motor traffic 
that bears directly upon the production and distribu- 
tion of weapons for the fighting forces. Numerous 
examples of obstruction of the movement of critical 
materials can be cited. 

The War Department strongly urges that each 
State permit all commercial motor vehicles to be 
loaded and operated to the full extent of their 
capacity within the following minimum limits: 

(1) permissible width—96 inches 

(2) permissible height—12™% feet 

(3) permissible length of a single vehicle—35 ft. 

(4) permissible length of a combination—45 ft. 

(5) permissible weight per inch width of tire 
—6oo Ibs. 

(6) permissible weight on single axle—18,000 
Ibs. 
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(7) permissible weight on two axles—30,000 
Ibs. 

(8) permissible weight on three axles—40,000 
Ibs. 

(9) permissible weight of semi trailers—40,000 
Ibs. 

(10) permissible weight of other combinations— 
40,000 Ibs. 

These are the limits which have been recom- 
mended by Public Roads Administration and by the 
highway officials of a majority of the States. 

We believe that these uniform limits should be 
operative not only for motor vehicles directly en- 
gaged in transporting materials for prosecuting 
the war but for commercial motor vehicles generally 
for the duration of the war. The reason is that the 
maintenance of existing standards will result in 
tying up an undue amount of motor vehicles and will 
thus interfere with maximum utilization of motor 
vehicles for the war effort and for essential civilian 
economy. 

The matter is one of critical importance, and it 
would be a service to the Nation if you would pre- 
sent it to the governors of the several States with- 
out delay. I should appreciate your advising me 
of the action taken. 

Sincerely yours, 
/s/ Robert P. Patterson 
Under Secretary of War 


The President’s Committee agreed that the 
problem outlined in Secretary Patterson’s letter 
was the only acute situation then impeding the 
war effort, for which there was a ready solution. 
It was jointly agreed that the States could and 
should handle the problem directly. The next 
day the following telegram was sent to the 
Governors of the forty-eight States: 


May 21, 1942 
AT THE REQUEST OF THE PRESIDENT, THE EXECU- 
TIVE COMMITTEE OF THE GOVERNORS CONFERENCE 
MET YESTERDAY WITH A COMMITTEE APPOINTED BY 
HIM CONSISTING OF HEADS OF WAR AGENCIES. THE 
WAR AGENCIES EXPLAINED AND GAVE MANY ILLUS- 
TRATIONS OF WAYS IN WHICH EXTREMELY IMPOR- 
TANT WAR MATERIEL WAS BEING HELD UP IN INTER- 
STATE TRANSPORTATION BECAUSE OF DIFFERENT STATE 
LAWS AND STATE REQUIREMENTS GOVERNING MOTOR 
TRANSPORTATION. THE FEDERAL COMMITTEE MADE 
AN EXCELLENT CASE FOR UNIFORM REQUIREMENTS 
DURING THE EMERGENCY. THE ExXEecuTIVE Com- 
MITTEE, GOVERNORS CONFERENCE, AGREED TO FOR- 
WARD TO ALL STATES MINIMUM REQUIREMENTS GOV- 
ERNING MOTOR TRANSPORTATION DEVELOPED BY 
BUREAU OF PUBLIC ROADS IN COOPERATION WITH 
STATES AND ALREADY APPROVED BY MORE THAN 
TWENTY-FIVE (25) STATES, AND TO URGE EACH 
GOVERNOR TO ISSUE A PROCLAMATION OR ORDER 


UNDER HIS ADMINISTRATIVE AND EMERGENCY POWERS 
PUTTING THESE STANDARDS INTO EFFECT IMMEDI- 
ATELY. THE EXECUTIVE COMMITTEE OF THE Goy- 
ERNORS CONFERENCE BELIEVES AND SO STATED THAT 
THE STATES THEMSELVES COULD AND WOULD HANDLE 
THIS JOB AND THAT NEITHER FEDERAL LEGISLATION 
NOR FEDERAL ADMINISTRATIVE ACTION WOULD BE 
NECESSARY. DETAILS FOLLOW BY AIRMAIL SPECIAL 
DELIVERY. FRANK BANE 


The next day, the following special delivery, 
air mail letter was sent to each of the Governors: 


May 22, 1942 
My dear Governor: 

I wired you yesterday relative to the meeting of 
the Executive Committee of the Governors’ Cen- 
ference with the committee appointed by the Presi- 
dent to work with the Governors on the problem of 
impediments to the war effort. 

The committee appointed by the President con- 
sists of the Secretary of Commerce, Chairman, the 
Secretary of the Treasury, the Attorney General, 
the Under Secretary of War, the Assistant Secre- 
tary of the Navy, the Chairman of the War Produc- 
tion Board, the Administrator of the Office of Price 
Administration, the Director of Defense Transpor- 
tation, and the Chairman of the War Manpower 
Board. 

This committee and the Executive Committee of 
the Governors’ Conference met together all day 
Wednesday and discussed at length and in detail 
the program of the war effort and those situations 
which do, or which might, slow up or hamper our 
activities. 

It all boiled down to this: that the only acute 
situation which was causing a great deal of diffi- 
culty, loss of time, and waste of money, and for 
which there seemed to be a ready solution, was the 
problem of motor transport. With the shortage of 
motor carriers, tires, gasoline, and time, it was ap- 
parent that this situation constituted a major prob- 
lem. 

It was generally agreed by the Executive Com- 
mittee of the Governors’ Conference and the Presi- 
dent’s Committee that a ready solution was available 
in the minimum standards developed by the Bureau 
of Public Roads in cooperation with the representa- 
tives from state highway commissions and motor 
vehicle commissions and already adopted and ap- 
proved by more than half the States. It was further 
agreed by all parties that the States themselves 
should do this job, thereby making unnecessary any 
federal legislation or federal emergency adminis- 
trative action under the War Powers Act. 

At a private meeting, the Executive Committee 
unanimously agreed to propose: 

(1) That the solution of this difficulty be referred 
to the States; 
(Continued on page 145) 
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A Constructive Emergency Tax Program 


Price Control and Rationing are Natural Allwes in 
War Against Inflation Now and Deflation Later 


By Joun K. LAnGuM 


Division of Research and Statistics, Federal Reserve Bank of Chicago 


MERICA is at war. American fighting men are 
A striking at the enemy on all the fronts, using 
war materials and supplies produced by American 
labor, industry and agriculture. But in addition to 
our powerful enemies abroad, we are fighting 
another set of enemies. The name of one of these 
enemies is inflation; another is deflation. Fighting 
inflation now, and deflation after the war, is 
essential to the war effort. If we win the war 
against our enemies abroad, but fail to win the 
war against inflation and deflation, we may still 
lose the freedoms for which we are fighting. 

What is this danger of inflation? I should 
define inflation as a general and substantial rise 
in prices caused by a great increase in the flow of 
money relative to the physical volume of goods 
and services. There are different degrees of infla- 
tion and there are different immediate causes. Per- 
haps the worst example of inflation in the history 
of the world was that of Germany after the first 
World War, when the index of wholesale prices 
rose from 100 in 1913 to 126 trillion in 1923. In 
this country we don’t face that magnitude of infla- 
tion nor the prospect of inflation caused by print- 
ing paper currency. But we don’t have to have a 
rise of that magnitude to have trouble. 

In our country in the first World War, whole- 
sale prices rose from 100 in the prewar year 
1913, to 247 in May, 1920—a rise of about 2% 
times in this country. If you will think back to 
the added costs of the first World War, the short 
but severe depression of 1921, the continued 
depression and heavy debt burden for agriculture, 
the long and severe depression of 1929-1933, the 
slow, halting recovery from 1933 to 1939, and 
the continuous distortions in American economy 
—you will realize that a rise of 2’ times is a 
very serious thing. Such a rise would be particu- 
larly serious in this country with the debt struc- 


'‘Stenographic report of an address before the Regional 


Conference on Emergency Fiscal Problems in Chi- 
cago May 16, 1942. 


ture we are going to have after the war. It is 
essential to check inflation and the rise of the 
public debt and to maintain a high and stable 
level of income after the war. 

What causes inflation? There are many par- 
ticular causes. Sometimes it is printing of paper 
currency. In our country inflation may be caused 
by the creation of more and more bank deposits 
and by the expenditure of bank deposits at faster 
and faster rates. We have a money economy, 
which means that we transact our economic oper- 
ations by buying and selling goods, services, and 
securities in the markets for money—or I should 
say money substitutes, for fully 90% of money 
payments are made by means of checks drawn 
on bank deposits rather than by the use of paper 
currency or coin. 

In all the markets of the country—retail, whole- 
sale, raw material, labor—goods and services are 
being bought and sold for money, and in all these 
markets there really are two “flows.’’ On the one 
hand, there is the flow of money being spent, 
going into the markets, buying goods and serv- 
ices. On the other hand, meeting that flow of 
money, you have a physical flow of goods and 
services being sold for money. The heart of the 
problem of inflation is a comparison of these 
two flows—the flow of money into the markets 
and the flow of goods and services into the mar- 
kets. If we had a great increase in the flow of 
money into these markets, and a corresponding 
increase in the flow of goods and services, we 
would not have a tendency toward a higher price 
level. When the flow of money into markets 
increases much more than the increase in the 
physical volume of goods and services flowing into 
the markets, however, the rising pressure of mon- 
etary demand causes prices to go up. When we 
talk about inflation, so called, we are talking about 
prices of all kinds; the demand is the flow of 
money into the markets in the purchase of goods 
and services; and the supply is the physical flow 
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of goods and services into these markets. 

Once this upward process of monetary expan- 
sion starts, certain forces begin to operate which 
make that movement a cumulative upward spiral. 
Once we start up, certain forces push us further 
up. Many such forces are in existence. One 
example is that war expenditures rise in the 
absence of controls; prices of war materials rise; 
war expenditures rise further; and the prices of 
war materials rise again. As the cost of living 
goes up, there is pressure for higher wage rates; 
as wage rates advance; costs of materials and 
incomes go up still more; and the cost of living 
rises further and further. 

In these times, people look ahead to shortages 
and higher prices, and they buy ahead. This 
accelerated spending now makes an immediate 
reality out of the situation which was anticipated. 
You have prices going up, people spending now 
before prices rise further, thereby driving prices 
up still further and causing greater and greater 
spending now. It is that cycle which brings about 
the “run-away”’ in inflation. 

The great rise in Germany was started by print- 
ing paper money, but the “run-away”’ part, when 
prices shot right straight up, was due to a terrific 
increase in the turnover or velocity of money. The 
value of money was going down, and the value 
of goods was going up. People rushed out and 
spent money at once. There is something to 
remember in that. We can check inflation if we 
take effective measures, but that control has to be 
exercised fairly early in the game. There is such 


'a thing as trying to control inflation when it is 


too late, and then perhaps we can’t control it or 
would have to move in the direction of complete 
regimentation in all aspects of economic life. 

In a statistical series giving a picture of the 
process of inflation, the first element is war or 
defense expenditures. In June 1940, the first 
month of the defense program, our defense ex- 
penditures, as reported by the Treasury Depart- 
ment, were over 150 million dollars. One year 
later, in June 1941, our defense expenditures 
were a little over 800 million dollars. Six months 
later, in the month of Pearl Harbor, the Treasury 
spent 1 billion, 800 million; in February 1942, 2 
billion, 200 million; in March 1942 almost 2 
billion, 800 million; in April 1942 3 billion, 200 
million. War expenditures will amount to 3 bil- 
lion, 500 million this month; by September 5 bil- 
lion; by December 6 or 7 billion, and in the fiscal 
year 1943, 70 billions of dollars or possibly more. 


We are making war expenditures at a staggering 
rate. It is necessary to produce the war materials 
that it takes to beat our enemy. But as war expend- 
itures continue to go up, the incomes of the people 
also tend to rise. 

Here let us look at what we call “income pay- 
ments.’’ Suppose you took a census of every per- 
son in the country with an income. You would 
get what we call “income payments” if you went 
around and asked everyone who had a salary, or 
wage, or received interest, or rents, or dividends, 
or personal income. In 1929 income payments 
stood at a little over 82 billion dollars. A great 
fall in income payments took place in the depres- 
sion, when they amounted to about 40 billion dol- 
lars. In June 1940, the first month of our defense 
program, the annual rate of income payments was 
about 74 billion dollars. What is it now? At pres- 
ent, the annual rate of income payments is about 
110 billion dollars already, and next year,‘as the 
war expenditures rise, in absence of controls, 
income payments may be expected to rise to still 
higher and higher levels—perhaps to 125 or 130 
billion dollars. The income payments of the people, 
which have been pushed up by higher farm prices, 
higher wage rates, the increased number of people 
employed, higher rates for over-time, and the 
upgrading of workers, have already gone to record 
levels. 

War expenditures and income payments are 
some of the money flows, but we have to make 
a comparison of money flows going into the mar- 
kets with the physical volume of industrial goods 
and services going into those markets. Perhaps 
our best measure of the physical volume of indus- 
trial goods produced in this country is the Federal 
Reserve index of industrial production which has 
the 1935-1939 average as a base of 100. In the 
month before the defense program, that index 
stood at 116. Now it stands at about 175. That is 
a measure of the tremendous, unprecedented in- 
crease in the physical volume of industrial produc- 
tion as the result of the defense program and of 
the war. But a good share of that increase in pro- 
duction represents an increase in production of 
war materials. In recent months that index has 
gone up every month, and there will come a time 
when that index will perhaps taper off. As we 
approach a zone of full employment of our 
resources, then our total physical production will 
not increase. We face the necessity of producing 
more and more war materials and of having to 

(Continued on page 146) 
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The Alien Physician in the War Program 


State Action Will Make Available a Large Body of 
Trained Medical Men for Service in the Emergency 


HE PAST six months have witnessed many 
in state regulations to meet the needs 
of a war economy. Accordingly, when it became 
apparent this year that a nation-wide shortage of 
doctors was an imminent probability, the States 
recognized their obligation to re-examine provi- 
sions which had formerly served to restrict the 
medical profession. The Army alone would require 
45,000 physicians by 1943, and civilians faced with 
concern the prospect of “rationing” their medical 
care. State medical boards and departments of edu- 
cation held the key to the situation, since it is by 
approval of these agencies that doctors are licensed 
to practice. 

Illinois, under a ruling of June 3, became one 
of the first States to take action on the matter. 
Like the majority of States, Illinois has followed 
the practice of limiting not only the quality, but the 
quantity of physicians who might exercise their 
profession within its borders. With a view to elim- 
inating competition with American-born medical 
men, the Department of Registration and Edu- 
cation refused to recognize degrees received from 
universities outside of the United States and 


Canada. Thus foreign doctors were prevented - 


from taking the state Medical Board examination 
—passage of which is the prerequisite to licensure. 
Under the new ruling, graduates of colleges in 
the British Isles and Switzerland are automati- 
cally allowed to appear for examination and, 
under certain conditions, graduates of European 
schools are given the same privilege. 

The Illinois restrictions were the result of an 
attitude which has been growing in the United 
States during the past decade. At one time, 
graduation from a noted European medical col- 
lege was considered by state officials.as proof of 
outstanding scholarship. Recently, however, the 
trend of thought has gone so far the other way 
that by March, 1940, only in New York, New 
Jersey, Ohio, and Connecticut could a foreign- 
trained physician receive permission to exercise 
his profession. 

State provisions restricting the licensure of 
alien doctors fall into two general categories: 
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Those requiring citizenship (in 28 States the 
applicant for Medical Board examination must be 
a citizen); and those imposing prerequisites to 
licensure which the foreigner cannot meet. The 
first type of restriction is obviously intended to 
“protect’’ American physicians, since there can be 
little relationship between competence and citizen- 
ship. In the second category are the regulations 
requiring certificate of the applicant’s graduation 
from a “Class A” medical school. Since the Amer- 
ican Medical Association has never rated foreign 
institutions, it is almost impossible to obtain such 
a certificate. 

In many States the number of doctors in prac- 
tice has been limited, and competition against 
American physicians eliminated, through the sim- 
ple expedient of “not passing” alien medical men 
on the state board examinations. Thus there is 
an ironical situation, where well-known teachers 
and world-famed scientists are unable to pass 
tests designed for medical students. 

Since the beginning of the war, emigration has 
brought to our shores a large proportion of 
Europe’s great and near-great in the field of 
medicine. Of these, only a small percentage have 
been allowed to resume work in their specialties. 
American medicine has already profited by the 
accomplishments of the few who were given this 
chance: Schindler (Chicago) in  gastroscopy, 
Bergmann and Schoenheimer (New York) and 
Thannhauser (Boston) in metabolism, Witebsky 
(Buffalo) in hematology, and others. 

State provisions are, however, more apt to be 
concerned with the émigré physician of lesser 
fame whose talents could be used to alleviate the 
country’s ofdinary medical needs. Restrictive 
measures in many States have reduced to a dan- 
gerous extent the ratio of medical practitioners 
to the total population. In eighteen States these 
ratios range from one doctor for 901 persons to 
one doctor for 1,532 persons. While many com- 
munities suffer from inadequate or insufficient 
medical care, trained physicians, because they are 
foreigners, must overcrowd the few States that 

(Continued on page 144) 
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THE STATES IN THE VICTORY PROGRAM 


Record Set in Texas 


A RECENT report from the State Director of Public 
Safety to Governor Coke Stevenson of Texas showed 
that traffic fatalities in that State had dropped 45 per 
cent in April 1942, as compared with April 1941. The 
national reduction for April was 14 per cent. The 
first four months of 1942 showed a drop in Texas 
fatalities of 22 per cent, while the national reduction 
for that period, as announced by the National Safety 
Council, was seven per cent. The report to Governor 
Stevenson shows that Texas, despite its vast areas, its 
great distances and its enormous war activities, has 
reduced the use of motor vehicles considerably more 
than the nation as a whole. 


No Fireworks 


Measures have been taken in Maine, Massachusetts 
and New Hampshire to restrict the use and sale of 
fireworks on this Fourth of July. Governor Robert O. 
Blood urged New Hampshire citizens to forego Inde- 
pendence Day celebrations involving pyrotechnics. 
Under present war-time conditions, he pointed out, 
the use of fireworks should be eliminated, not only to 
cooperate with United States military and civil au- 
thorities, but also in the interests of fire prevention, 
personal safety and economy. 


Welfare Work in Defense 


In OreEGOoN, the unqualified assistance of state and county 
public welfare personnel has been pledged for civilian 
defense work in case of emergency. In a statement on 
the subject, Elmer R. Goudy, Administrator of the 
State Welfare Commission, assured defense councils that 
such activities would take precedence over the regular 
work of the welfare offices and any individual com- 
mitments made by staff members. Mr. Goudy out- 
lined the preparations which have already been made 
by welfare agencies as follows: “The State Public Wel- 
fare Commission, in collaboration with the State Evacu- 
ation Committee, has established emergency food ware- 
houses in Portland, Eugene and Roseburg, and has 
made provision for the establishment of emergency 
food warehouses in three additional places in the State 
... The State Public Welfare Commission will author- 
ize distribution of such food products in case of emer- 
gency through other officially designated agencies . . .” 


Selective Evacuation 


A RECENT bulletin issued by the New Jersey Defense 
Council outlines in detail a program which has been 
developed for “selective evacuation” of certain danger 


zones in the State in case of attack. Although it will be 
necessary for all essential civilians engaged in war 
work to remain at their posts in an emergency, the 
orderly transfer of children, the aged and infirm from 
the vicinity of plants, arsenals, and other defense works, 
is obviously of the utmost importance. In addition to 
preventing hardship to persons unable to care for them- 
selves, such evacuation from crowded industrial areas 
would avoid mis-use of crippled facilities, and would 
provide extra buildings as refuge for bombed-out war 
workers. The plan will necessitate the registration of 
all prospective evacuees, in order that “reception areas” 
of adequate size and type may be arranged. These re- 
ception areas will consist, for the most part, of small 
inland communities as far as possible from “military 
targets.” 


Income Tax Deduction 


FLorIpA citizens who have contributed to the financial 
support of the State Defense Council, may find it possible 
to deduct such contributions from their state income 
tax. According to a bulletin issued by the Council, 
the Commissioner of Internal Revenue has stated that 
donations to units of government, up to 15 per cent of 
the taxpayer’s income, may be noted on income tax re- 
turns. Regulations governing the State Defense Coun- 
cil also apply to the special defense committee appointed 
by Governor Holland. 


Traffic Accidents 


Tue Sarety Bureau of the Idaho State Department 
of Law Enforcement has instituted a campaign to cut 
down on traffic accidents. It is pointed out that at the 
present time particularly, when manpower and car- 
power are of such value in the war effort, accidents are 
a menace to the public safety in more ways than one. 
Drivers are urged not to drive over the 40-mile limit, 
and pedestrians are warned against disobeying safety 
rules and regulations, with the slogan “Pedestrians, 
Don’t Let Your Feet Kill You.” 


Greetings to Connecticut’s Service Men 


Tue Connecticut DereNnse CouNcIL recently sponsored 
a world-wide broadcast, the first of its kind undertaken 
by a state agency, directed to the boys from that State 
in service abroad. Governor Hurley participated in the 
program, which included music by such stars as Grace 
Moore, James Melton, Isaac Van Grove and Henry 
Busse. As a climax, the broadcast featured personal 
messages from fathers and mothers gathered in the 
studio to their sons and daughters stationed in Iceland, 
Australia, the Far East, Middle East and British Isles. 
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VOTING BY MEN IN SERVICE 


Army and Navy Approve Absent Voting 
Recommendations 


ApoptinG the recommendations of the Standing Com- 
mittee on Election Procedure of the National Associa- 
tion of Secretaries of State, headed by Frederic W. Cook, 
Secretary of the Commonwealth of Massachusetts, the 
War and Navy Departments released notices on June I 
to all of their personnel that, in order to participate in 
their state elections this year, every member of the 
armed forces should communicate with his own Secre- 
tary of State for instructions as to the necessary pro- 
cedure to be followed in accordance with the particular 
state laws concerned. The joint communication sent to 
Army and Navy personnel is reproduced on this page. 

A special meeting of the Standing Committee on Elec- 
tion Procedure was called in April to act upon a 
suggestion of the Secretary of War that the adoption 
of uniform laws on absent voting would lighten the 
administrative load of the Department of War in this 
regard. The Committee's decision then was that any legis- 
lative action would be virtually impossible at this time, 
because only two legislatures were in session and the 
States would feel that this particular problem, although 
important, would not by itself justify the calling of 
special sessions throughout the country. It was there- 
fore decided to urge upon the Secretaries of War and 
Navy that they give such publicity as was possible in 
all Army, Navy and Marine posts to the availability of 
absentee ballots in most of the States, with the sugges- 
tion that full information as to requirements for voting 
be given every member of the armed forces by his 
Secretary of State. This was done. The Committee 
then agreed that the preparation of a “model” act on 


the subject would be taken up by the Secretaries of State 
at their annual meeting, in preparation for its introduc- 
tion in the 44 state legislatures which will meet in Janu- 


ary, 1943. 


Secretaries of State to Meet in 
Maryland 


THE TWENTY-FIFTH Conference of the National Asso- 
ciation of Secretaries of State is to be held at the 
Hotel Emerson, July 15-17, in Baltimore, Maryland. 
The entire conference will direct its attention to the 
means by which the National Association may contri- 
bute to the war effort and best serve all of the agencies 
directly engaged. 

Upon the recommendation of the Association’s Com- 
mittee on Election Procedure, an effort will be made to 
agree upon the basic principles to be incorporated in 
statutes providing for absent voting by men in the armed 
forces for the consideration of the state legislatures 
which will meet in regular session in 1943. Voting 
by migratory civilian defense workers, and a solution 
for the difficulties involved, will also be discussed at 
this meeting. 

Officials of the principal defense agencies and of 
the Department of State will address the group on 
the progress of the war effort. The alien problem 
will be discussed by a representative of the Department 
of Justice, and a member of the National Relations 
Planning Board will discuss post war planning with 
the group. 

Plans for this conference are not yet final, but the 
August issue of Stare GOVERNMENT will carry a full 
report on the matters to be covered at this meeting. 


IMMEDIATE RELEASE 
PRESS AND RADIO 


and Military or Naval address. 


NAVY DEPARTMENT 


MILITARY PERSONNEL MUST ASCERTAIN ELECTION 
STATUS IN ORDER TO VOTE 


A member of the armed forces who desires to vote in any election in his state should write directly 
to the Secretary of State of his state for information relative to eligibility and procedure, it was an- 
nounced jointly today by the War Department and the Navy Department. 

To relieve the Army and Navy of the administrative burden, and because of differing state laws gov- 
erning absentee voting, this procedure was proposed by the National Association of Secretaries of State. 
The state authorities will inform service men by mail of the laws relative to voting rights in their home 
states and how they may vote by absentee ballot where the state laws permit. 

Communication should be addressed by service men to the Secretary of State at the capital city of their 
home state and contain the person’s full name, Army or Navy serial number, permanent home address 


JUNE 1, 1942 
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THEY SAY 


Chicago Fiscal Conference 


THE STATES are urged by the federal budget director 
to resist any public pressure to reduce taxes in this 
“period of great inflationary danger.” 

“Balances in state treasuries in excess of current 
needs should not be made the basis for appeals for tax 
reduction,” Director Harold D. Smith asserted at a 
conference on emergency fiscal problems called by the 
Council of State Governments. 

“It is a pressure with which I have much sympathy, 
but it is a pressure which must be resisted. This is a 
time to maintain tax rates, provided the amount that 
might have been left with the tax payers is used for 
retiring state debts or accumulating balances—not, I 
want to make clear, to support increased spending or 
even past levels of spending.” 

Dallas (Texas) Times Herald 


Soldier Votes 


IN AND AFTER the last war, considerable discontent was 
kicked up by the fact that scrambled state laws on 
absentee ballots made it hard for many service men and 
impossible for others to vote in the elections back 
home. . 

The prospects this time are considerably better, we'd 
say, but still not good enough. 

The National Association of Secretaries of State 
has met and duly deliberated on the matter, but has 
decided not to try to obtain uniform state laws on it 
till time for the 1943 state legislatures’ sessions. 

That looks dilatory to us. How about some vigor- 
ous steps to get this business straightened out in all 
states now lacking simple, effective absentee ballot 
laws, before next November’s elections? 

Colliers, N. Y. City 


Marine Fisheries Commission 


THE FIRST MEETING of the Atlantic States Marine 
Fisheries Commission was held yesterday in this city. 

It brought together representatives from eight 
States. . 

Edmund L. Dunn of Boston was elected chairman 
of this new group, described by some present as perhaps 
the most important gathering of its kind ever held... . 

An idea of what faces the commission, what it can 
hope to do and a course it might follow, was sum- 
marized by Dr. Ira N. Gabrielson, chief of the U. S. 
Fish and Wildlife Service: “We in the federal service 
aré just as anxious to have sound management prac- 
tices used in the marine fisheries industry as any of you 
who represent your States. * 


Dr. Gabrielson added that the major purpose of this 
new commission was to maintain for all times an abun- 
dant stock of marine fishes. . . . 

New York Times 


Transport Barriers Down 


THE VARIOUS “interstate trade barriers” of which state 
limitation on interstate trucking has been one, are all 
bad, for they divide rather than unite the country, 
creating ill feeling among the states. Various groups 
have worked on the problem of getting the barriers 
removed, but without much success. The present agree- 
ment was reached with the help of the best organized 
of these groups—the Council of State Governments. This 
organization is continuing its efforts to get uniformity 
of regulation in other fields and to get repeal of laws 
which tend to stop entry of certain goods entirely in 
some states. 
Milwaukee (Wisconsin) Journal 


A MAJOR transportation bottleneck appeared broken 
today with the announcement by Jesse Jones, Secretary 
of Commerce, that all forty-eight States had agreed 
to uniform standards and reciprocal license arrange- 
ments for interstate motor transport for the duration 
of the war. 

The agreement was reached through the cooperative 
action of State Governors within ten days after the 
move was requested by Secretary Jones and the Council 
of State Governments, and is effective immediately. 
Mr. Jones praised the Governors for the promptitude 
with which they had responded to the appeal. 

Secretary Jones said that the uniform standards 
would greatly facilitate the motor transportation of war 
materials which, even in the recent past, had frequently 
been held up at State borders to comply with the vary- 
ing size and weight limitations. 

New York Times 


Aut 48 States have agreed to uniform standards and 
reciprocal license arrangements for motor transport 
for the duration of the war, Secretary of Commerce 
Jesse Jones announced. 

Jones, who is chairman of the President’s Committee 
on Federal-State Cooperation in The War Effort, and 
Frank Bane, executive secretary of the Council of 
State Governments, had been seeking for the past 10 
days to obtain agreement of all the states... . 

In announcing the agreement, Jones said it repre- 
sented “an outstanding example of what a united nation 
can do in an emergency.” 

New York Wall Street Journal 
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State Wartime Fiscal Policy 


Conferences of Legislative and Fiscal Officials Determine the Part 
States Will Play in Over-All Planning to Finance the War Effort 


URING the past two months a series of re- 
D gional conferences, sponsored by the Coun- 
cil of State Governments, has been held in 
various parts of the country with a view to co- 
ordinating wartime fiscal plans of the various 
levels of government. The first of these meetings, 
held in New York City on May 8-9 in coopera- 
tion with the New York Commission on Inter- 
state Cooperation, adopted the statement of policy 
which follows, and subsequent conferences (Chi- 
cago, May 15-16, and Memphis, June 12-13) 
have generally agreed to the principles outlined 
therein. The final meeting of the series is being 
held in Salt Lake City as this issue goes to press. 

In the June issue of StaTE GOVERNMENT a 
note on page 120 and an article on page 123 
describe briefly the reasons behind the calling of 
these meetings, and the ultimate aims of a national 
committee whose members were appointed by the 
various regional groups. The program for co- 
operation in fiscal matters between the Federal 
Government, States and localities which this 
committee will work out, is likely to be based to a 
large extent upon the Resolution below : 


“In accordance with the principles adopted by 
the Council of State Governments in its statement 
of fiscal policy on December 13, 1941, this con- 
ference recommends to state and local govern- 
ments that they give immediate consideration to 
the following principles: 


I 


“The chief business of the States is cooperating 
with the Federal Government in winning the war. 


II 


“Of necessity, the fiscal problems growing out 
of the war are going to increase rather than 
decrease. The American people are already spend- 
ing, and are going to have to expend, sums the 
like of which have never been contemplated. 
These sums, translated into terms of men and 
materials, must be expended in order to win the 
war. 


STATE GOVERNMENT 


“The prosecution of the war, in the field and on 
the production line, is primarily the job of the 
Federal Government. It is likewise the job of 
the States and the localities to maintain the es- 
sential democratic institutions and services which 
constitute our American way of life, upon which 
depend our ability to win the war and to survive 
thereafter. 


IV 


“In surveying our resources, it is necessary to 
re-examine all our institutions and services which 
have been developed locally and on the state level, 
and to determine nationally to what extent they 
are a part of, or do contribute to the objectives 
of winning the war and preserving our democratic 
institutions and services. 


V 


“A constructive determination of these ques- 
tions cannot be reached solely from a federal point 
of view, but since it directly and. immediately 
affects all levels of government, such a program 
should be developed cooperatively by the federal, 
state and local governments. This conference 
urges that necessary machinery be created by the 
Federal Government for the purpose of working 
with the state and local governments in appraising 
this rapidly changing situation arising from the 
war effort, and in determining the joint fiscal and 
operative policies to be adopted by all levels of 
government. 


VI 


“To prosecute the war to a successful conclu- 
sion, this conference recommends that state and 
local governments adopt the following fiscal pol- 
icies : 

1. Pay off debts; 

2. Restrict expenditures ; 

3. Build up reserves and sterilize such reserves 
in dormant bank deposits or in federal gov- 
ernment bonds; 
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4. Maintain tax rates consistent with the national 
and state economy ; 

5. Prepare to offset possible post-war depression 
by developing programs and blueprints for 
public works and services, and by accumu- 
lating means of financing them; 

6. Remove hindrances to production, convert 
state-owned facilities to war uses; 

7. Improve administrative management to con- 
serve manpower and commodities and to 
minimize impairments of services; 

8. Join actively in the national economic policy 
to control the cost of living; 

g. Distinguish carefully between war-created 
local needs that warrant federal aid and those 
that should properly he met out of local re- 
sources ; 

10. Re-appraise their educational system with 
special consideration given to vocational train- 
ing and rehabilitation ; 

11. Re-appraise existing health, welfare and re- 
lated activities and services in the light of 
changed economic conditions. 


VII 


“To assist in furthering the war effort and to 
lay the foundations for a more satisfactory per- 
manent fiscal relationship between the federal, 
state and local governments, there should be: 

1. Cooperation and coordination between the three 
levels of government rather than coersion and 
subordination ; 

2. A permanent Federal-State Commission to 
facilitate inter-level cooperation on fiscal and 
other matters; 

3. Re-examination of local sources of revenues, 
particularly with respect to the general property 
tax to make it more adequate for the munici- 
palities ; 

4. Re-examination of financial aids and shared 
taxes looking toward a more satisfactory 
system. 


Vill 


“RESOLVED that the Chairman of this con- 
ference and two others appointed by him consti- 
tute a committee of three to represent this region, 
and that the Council of State Governments be 
requested to secure the appointment of similar 
committees by each of the other regional con- 
ferences, to be held in the near future. The com- 
mittees so appointed shall constitute a national 
committee to combine and coordinate the recom- 


mendations of the several conferences into a 
program for appropriate state action in accordance 
with the recommendations contained in the State- 
ment of Fiscal Policy adopted by the Board of 
Managers of the Council of State Governments 
and the recommendations supplemental thereto 
which may be agreed upon by such national 
committee.” 


The Alien Physician in the 


War Program 
(Continued from page 139) 


will have them, or turn to other means of livelj- 
hood. 

It is apparent that only the States can release 
this great reservoir of highly-trained medical men 
for service in the present emergency. On every 
hand, officials of the Army, the Navy, and the 
Federal Government are calling for more doctors. 
Campaigns are in progress to encourage young 
men to enter the profession, and universities are 
telescoping medical courses to turn out graduates 
at a more rapid rate. Uniform action by the 
States with respect to the émigré physician would 
insure the availability of our total medical re- 
sources for the war program. 

The deterioration of cultural institutions under 
Nazi domination has to some extent justified 
distrust of foreign medical schools by state offi- 
cials in this country. The problem of evaluating 
the individual ability of graduates from such 
schools is not a simple one. In some States, where 
the applicant’s training is of a doubtful nature, 
he is required to spend one or more years in an 
accredited American institution before taking the 
Medical Board examination. Regarding this prac- 
tice, Edsall and Putnam in an article for The 
Journal of the American Medical Association 
(November 29, 1941) have this to say: 

“There is no doubt that some kind of internship 
training in an American hospital is desirable be- 
fore licensure of all young men, but justice and 
wisdom dictate that, in the case of men of middle 
age and over who have had abundant clinical ex- 
perience, such a requirement is not necessary.” 


BUY WAR BONDS 
AND STAMPS 
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Here is the Story 
(Continued from page 136) 


(2) That the standards proposed and outlined in 
the attached letter of the Under Secretary of 
War be approved as uniform minimum stand- 
ards for the duration of the emergency; and 

(3) That the Council of State Governments devote 
all of its energies toward securing approval of 
those standards on the part of all the States 
within the next ten days. 

It was further understood that if this could not 
be done, the two committees would then jointly 
recommend such action as might be necessary to 
handle this extremely important problem. The Ex- 
ecutive Committee of the Governors’ Conference 
and each individual member thereof stated that 
they believed the States could handle the problem 
and handle it immediately. 

I am attaching hereto facsimile of letter we have 
just received from the Under Secretary of War 
outlining the standards aforementioned ; also, outline 
of two suggested proclamations dealing with size, 
weights, and lengths, and with reciprocal licensing 
for the duration. These, merely as suggestions in case 
proclamation is used. Many States can use and have 
used an Executive Order, or an order emanating 
from their Defense Councils or War Councils. 

It seems to me that here is another opportunity 
for the States to demonstrate what they have already 
amply demonstrated in both defense and war activi- 
ties: the flexibility and adaptability of state govern- 
ments, and the determination of the States to do 
everything possible and to dedicate all of their 
facilities toward our supreme objective—the win- 
ning of the War. 

Will you please wire me by Wednesday, May 27, 
at the Council of State Governments’ Washington 
Office—s22 Transportation Building, Washington, 
D. C. 

Many thanks. 

Very sincerely, 
/s/ Frank Bane 


In the meantime, the Governors consulted 
with department heads, War and Defense Coun- 
cils, and Commissions on Interstate Cooperation 
in their States, and arrangements were made by 
June Ist to conform to minimum size and weight 
standards and to reciprocal arrangements for the 
duration. 

The story continues : 


June 1, 1942 
My dear Mr. President: 
On May 16th you appointed a committee to con- 
fer with representatives of the States concerning 
impediments to the war effort. 


wired “Well Done!” to all the Governors. 
wire follows: 


Your committee met with the Executive Commit- 
tee of the Governors’ Conference on May 2oth, and 
it was stated that the only acute problem now con- 
fronting the war agencies for which a ready solution 
was available had to do with laws, rules, and regula- 
tions governing motor transport in the several 
States. 

Uniform minimum requirements with respect to 
weights, heights, lengths, and so forth, of motor 
transport had been developed by a number of the 
States in cooperation with the U. S. Bureau of 
Public Roads, and had been approved by the War 
Department. These standards were likewise ap- 
proved by your committee and by the Executive 
Committee of the Governors’ Conference; and it 
was also agreed that full reciprocity with respect 
to motor transport licenses should obtain for the 
duration of the emergency. 

It was then suggested that the States should 
handle this problem and should handle it directly, 
and that the Council of State Governments should 
devote its every effort toward securing adoption 
of these standards by the States and reciprocity 
among the States, and should make a report within 
ten days. 

I am happy to inform you that all of the States 
have agreed to these standards and have agreed 
to cooperate fully with the federal authorities in 
this as they have in all other matters affecting the 
prosecution of the war. 

Very respectfully, 
/s/ Frank Bane 


On the same day, the Commander-in-Chief 
His 


JUNE I, 1942 
Two WEEKS AGO I APPOINTED A COMMITTEE CON- 
SISTING OF THE HEADS OF THE WAR AGENCIES TO 
CONFER WITH THE EXECUTIVE COMMITTEE OF THE 
GOVERNORS’ CONFERENCE RELATIVE TO STATE LAWS, 
RULES, AND REGULATIONS THAT WERE IMPEDING THE 
WAR EFFORT, ESPECIALLY IN THE FIELD OF TRANS- 
PORTATION. THE EXECUTIVE COMMITTEE OF THE 
GOVERNORS’ CONFERENCE AGREED TO DO EVERYTHING 
POSSIBLE TO HAVE ALL THE STATES ADOPT UNIFORM 
STANDARDS FOR MOTOR TRANSPORT AND INTERSTATE 
RECIPROCAL ARRANGEMENTS WITHIN A PERIOD OF 
TEN DAYS. I AM INFORMED TODAY BY THE EXECU- 
TIVE DIRECTOR OF THE COUNCIL OF STATE GOVERN- 
MENTS THAT ALL THE STATES HAVE AGREED TO GO 
ALONG WITH SUCH STANDARDS. HEARTIEST CON- 
GRATULATIONS. I APPRECIATE IMMENSELY YOUR CO- 
OPERATION AND THE VERY GREAT PART WHICH THE 
STATES ARE PLAYING IN THE PROSECUTION OF THE 
WAR EFFORT. 
FRANKLIN D. ROOSEVELT 
PRESIDENT OF THE UNITED STATES 
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A Constructive Emergency Tax 


Program 

(Continued from page 138) 
divert our resources to war production. As we 
approach a zone of full employment, if we want 
to produce more war materials, we must produce 
less and less goods available for consumption by 
civilians. How much decrease in civilian produc- 
tion we will have, I don’t know, but estimates 
which seem fairly reasonable have been made to 
the effect that by next year sometime the per 
capita production of consumer goods will be about 
that of the worst year in the depression. 

Let’s put these things together: rising war 
expenditures ; rising incomes of the people of the 
country; but certain dwindling of the physical 
volume of civilian goods which can be purchased. 
This will give rise to the danger of inflation. We 
can control inflation. There is no doubt about that, 
but to control inflation and avoid deflation after 
the war requires just as much of an all-out effort 
—just as much energy, strength, and courage— 
as does winning the war against our military 
enemies abroad. 

How can we do something to control inflation 
and check this danger? There are really two 
general types of control on inflation. The first is 
what might be called direct controls of prices and 
production and trade. The second kind is monetary 
controls. The method of price ceilings and ration- 
ing is an example of direct controls which seek 
to check inflation. We have embarked in this 
country upon a comprehensive program of con- 
trolling inflation through such direct means. We 
have set ceilings on the prices of wholesale, manu- 
factured, and retail goods. 

The setting of price ceilings is a good thing, 
but I sincerely believe that we have not solved 
the problem just through price ceilings. In particu- 
lar, I want to emphasize that it will take an ade- 
quate, tough fiscal policy to back up ceilings and 
do this job. Two important sets of prices are really 
not controlled—wage rates and farm prices. 
As long as they can go up and up we will have 
trouble with price ceilings for the reason that on 
the one hand higher wage rates and farm prices 
push costs up, and business enterprises will be 
squeezed severely—so much so that we may have 
to have subsidies for business enterprises, which 
would again further increase federal expenditures. 

As incomes go up, we are likely to have pres- 
sure from above on these price ceilings and pos- 


sibly evasion and bootleg markets and the like. 
Price ceilings and rationing, in my opinion, go 
together like bread and butter, for the reason 
that if we set a price ceiling and have a rising 
volume of income and of demand in the markets 
—if this volume of income remains untapped by 
adequate taxes and savings—there will be in- 
creased pressure on the markets for quantities 
demanded. Price ceilings are set because quantities 
demanded are greater than supplies, and prices are 
being pushed up thereby. When demands are 
greater than available supplies at the prices set, 
we soon run into the problem of allocating avail- 
able supplies among the greater demands. That 
can be “solved” by doing nothing about it. We 
aren't producing many consumer durable goods 
at present, and when existing stocks in the hands 
of retailers and wholesalers are exhausted there 
will not be any problem because they cannot be 
bought. In many cases, doing nothing will result 
in “first come, first served” “richest come first.” 
Moreover as we institute price ceilings and ration- 
ing, as we can’t spend money on consumers’ dura- 
ble goods, and as incomes go up untapped by 
adequate taxes and savings, we will have to ration 
more and more commodities. In my opinion, we 
will have to have a growing amount of rationing 
with our price ceilings unless we have an adequate 
fiscal policy. 

Finally, rationing on a complete scale involves 
some questions as to the future economy after 
the war. It will, I think, be much easier to remove 
a tough, hard-boiled system of fiscal policy after 
the war than a thorough-going system of price 
ceilings, rationing and subsidies. 

In the present situation, the big burden of 
monetary controls means fiscal policy, and in 
fiscal policy there are three things to note—cut- 
ting down on nondefense expenditures, heavier 
taxation, and wise borrowing. 

It is necessary to cut down on nondefense ex- 
penditures, but the magnitude of the war expendi- 
tures means that such a cut could not amount to 
very much from the standpoint of inflation con- 
trol alone. 

I think we need a much larger tax bill. We 
pride ourselves on what we have learned in 1942. 
The hard facts are, however, that the ratio of 


receipts to expenditures is just a bit better at | 


present than it was in 1917, 1918, and 1919. We 
need a much bigger tax bill to take away the ris- 
ing incomes which will cause pressure on price 
ceilings and necessitate rationing. We need a much 
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broader tax base; we need lower exemptions; 
possibly we need sales taxes, we need more taxes 
in all directions with a broader tax base so that 
the various incomes in the country that have risen 
can be adequately taxed. We need prompter col- 
lection of taxes by various devices. That is im- 
portant because a year in war time and in inflation 
js an eternity, and collection of taxes on last year’s 
income is another case of “too late.”” To check 
inflation we have to tap rising incomes now. 

Then we have the expedient of borrowing. 
There are different kinds of borrowing by the 
Federal Government. Some are inflationary, some 
not. Really, with the magnitude of war expendi- 
tures we have at the present time, there are two 
alternatives in our borrowing and tax policies. 
When we are spending 70 or more billions a year, 
there are two alternatives of growing significance. 
First is the sale of government securities to com- 
mercial banks of the country. That is inflationary, 
because it results in the creation of higher and 
higher levels of bank deposits without cutting 
down on current incomes and expenditures and 
adds that much more to the rising pressure of 
expenditures on the markets of the country. Our 
commercial banks, under the present policies, will 
have to buy a tremendous amount of government 
securities. 

On the basis of the old estimate of 56 billions 
for war expenditures in fiscal '43, the American 
Bankers Association estimated that in fiscal ’43 
the commercial banks of the country would have 
to buy at least 16 billion dollars of government 
securities. The estimate of war expenditures has 
now been raised to 70 billion dollars, and that 
additional money will have to be raised from sales 
to commercial banks in the absence of an adequate 
tax policy. On that estimate it would look as 
though about 30 billion dollars in ’43 will have to 
be financed by sales to commercial banks—and 
that amount of new money and the rising pres- 
sure exerted by it on the markets of the country 
will create growing pressure on price ceilings, and 
necessitate rationing along with price ceilings. 

Second, we have taxes and savings from cur- 
rent income, purchase of savings bonds; or some 
variety of forced saving. We have bought in this 
country billions of dollars of defense savings 
bonds, and we are trying out a voluntary program 
to raise sales to a billion dollars a month by July. 
I am worried, however, that this pushing up of 
the volume of savings bonds will cut down on 
savings deposits in banks, and also, about the 


fact that a very small part of our sales of savings 
bonds is coming from current income. In March 
and April a little over 500 million dollars each 
month were bought, but a good share of these 
were high denomination bonds, and perhaps only 
100 million dollars in each month came from cur- 
rent income. Income payments are 3 billion dol- 
lars more per month than when the program 
began. We need to press not only for moré and 
more taxes on income but we need to press for 
more and more savings from current income— 
perhaps through the purchase of savings bonds, 
perhaps through forced savings—because the only 
truly non-inflationary type of government bor- 
rowing is where purchase of bonds by nonbankers 
diverts current income that would be spent other- 
wise into Treasury balances. When current income 
that would be spent otherwise is saved and di- 
verted to the Treasury, you have a cutting down 
of consumer expenditures out of these rising in- 
come payments. War expenditures rise, to be sure, 
but the net effect is that there is no increase in. the 
total money expenditures and a decrease in ex- 
penditures pressing on retail markets. Therefore 
we need war taxes and war savings from. current 
income that would be spent otherwise. The alter- 
native to enough taxes and savings is a growing 
sale of enormous amounts of government obli- 
gations to commercial banks, the creation of new 
bank deposits, rising war expenditures, rising 
incomes, and greater pressure on price ceilings. 
In conclusion, let me leave these thoughts with 
you. Our fiscal policy and our price controls are 
more than a matter of checking changes in prices, 
more than the question of raising money. Our 
fiscal policy and price controls are really an essen- 
tial part of the war economy. These controls 
aren't just serving to check price advances. They 
are some of the controls by which we operate our 
war economy, and the essential physica! fact in 
our war economy is that we are approaching full 
employment of resources and we will produce 
more and more war materials. This means that 
production in physical terms of consumers’ goods 
is going to go down, and the physical volume of 
such goods available in markets will decline. Physi- 
cal consumption is going to be lower, but we have 
some choice as to how we will consume that 
lower amount of goods. We could consume it 
through inflation, having higher incomes and 
higher prices, but we are not going in that direc- 
tion. We can cut down on consumption through 
price ceilings and a thorough-going system of 
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rationing. And notice that a system of rationing 
in which a person has an income of $3,000 a year 
and can spend only say $1,500 doesn’t differ very 
much from heavy taxes and savings from that 
income. The third method is to pay enough taxes 
and save enough from current income so that we 
can check inflation. 

The American people right now have every- 
thing to win and nothing to lose by paying taxes 
and saving to the limit from current income. They 
have nothing to lose because our consumption in 
physical terms is going to be down just the same 
no matter which policy we adopt. With the taxes 
and savings policy, we can preserve a much larger 
freedom of consumer choice. We can avoid the 
enormous administrative problem of price ceilings 
and a thorough-going system of rationing. We 
can find it easier, after the war, to go back to the 
type of economy that we want. We still need more 
than anything else a hard-boiled fiscal policy of 
taxation and savings from current income. I sub- 
mit that a check of inflation through such meas- 
ures is an important part of our war effort. 


SETTLEMENT LAWS 


THE STATE public welfare administrators and their 
aides met recently in Boston, Massachusetts, to 
consider the extension of reciprocal agreements 
among the New England States. Existing agree- 
ments between New Hampshire and Vermont, and 
between Maine and Vermont provide for inter- 
change of dependent persons among these States 
in order to prevent injustices to needy families 
who might otherwise be ineligible for relief and 
services. Since existing agreements were entered 
into prior to the now famous Edwards’ Decision 
of the U. S. Supreme Court (62 US Supreme 
Court 164) a review was indicated. 

Under the Edwards’ Decision of the United 
States Supreme Court, the right of American citi- 
zens to move among the several States, without 
any restrictions because of dependency status, was 
established. All of the New England state welfare 
administrators were agreed that the Edwards’ 
Decision nullified the existing prohibitions in the 
various state statutes providing for the forcible 
removal of and penalties for the transportation of 
dependent persons from one State to another. It 
was pointed out that the Attorney General of New 
Hampshire had given a formal decision with re- 
spect to his State’s law on this point. 

At this meeting, the public welfare administra- 
tors of the New England States recognized as 


their primary responsibility the determination of 
eligibility for relief and services for needy per- 
sons, and considered the determination of the 
location of financial responsibility as definitely a 
secondary matter. This is regarded as a progres. 
sive step, especially in areas where settlement laws 
have formerly been given such emphasis. 

The normal migration of families from one 
community to another has been accentuated by the 
war effort and the resultant growth of certain in- 
dustries at strategic points in the New England 
States. This movement of population was viewed 
by the welfare conference as a normal phenome- 
non which sometimes involves the migration of 
dependent persons. It was thought advisable for 
welfare agencies to alleviate, insofar as possible, 
the hardships which might ensue when such 
migrations resulted in dependency. In some in- 
stances these moves from one city to another in- 
volve persons receiving assistance from welfare 
departments. This indicated the necessity for con- 
tinued public assistance and services when such 
migration was necessary. 

In view of these considerations, the welfare 
directors agreed that certain administrative prac- 
tices were desirable and that these practices should 
be adopted by all the New England States. These 
included the principle that the several States 
should, to the limits of their legal authority, meet 
those public assistance and other welfare needs 
falling within their own jurisdictions. In instances 
where dependent persons wish to move to another 
State, and where continued care in that State is 
indicated, it was felt that every effort should be 
made by the state welfare agencies involved to 
facilitate and provide for continued care to the 
limit of the agency's authority. 

It was also agreed that any recipient of public 
assistance and services who wishes to move to 
another State, and where such a move will pro- 
mote his safety, health, and well-being, may do 
so and continue to receive assistance and services 
from the original State, so long as he continues to 
be in need. In addition to these principles, the 
group of administrators were in accord that, pend- 
ing the development of legal agreements among 
the several States, every effort should be made to 
facilitate reciprocity by administrative agreements. 
To this end, the American Public Welfare Asso- 
ciation, a national organization of public welfare 
officials and agencies, will assist the States in 
developing formal agreements based on_ these 
principles. 
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PROGRAM 
GOVERNORS’ CONFERENCE 


Asheville, North Carolina Grove Park Inn June 21, 22, 23, 24, 1942 


1:00 PM 
5:30 PM 


100 PM 


AM 


2:30 PM 


:30 PM 


00 PM 


AM 


12:30 PM 


2:30 PM 


5:00 PM 


7:30 PM 


9:30 AM 


1:00 PM 


All Business Sessions will be held at Grove Park Inn 
SUNDAY, JUNE 21 
Visrr ro Biermore House, Vanderbilt Estate, Asheville 
Lawn Parry-—Guests of Judge and Mrs. Junius G. Adams 


Burret Suprer— Biltmore Country Club 


MONDAY, JUNE 22 


CONVENING OF CONFERENCE —Grove Park Inn 
Chairman of the Governors’ Conference, presiding 


REPORT OF SECRETARY OF THE GOVERNORS’ CONFERENCE 

Discussion 

LuNncHEON—Grove Park Inn 

PresipinG: Governor Herbert R. O’ Conor 

Appress: The British Ambassador 

Business SESSION 

PrestpinG: Governor Payne Ratner 

“ORGANIZATION AND ADMINISTRATION OF CivILIAN DEFENSE”’...............Governor Herbert H. Lehman 
“Vicrory Home Foop Suppty PROGRAM FOR THE Governor Prentice Cooper 
*“STATE REVENUES IN THE WARTIME EMERGENCY”’............-0.0-0cccceeees Governor Dwight H. Green 


“OPERATING THE “Toot SHop or AMERICA’ ” 


DiscussION 


Sratre Dinner—aAuditorium, Asheville 
PrestpinG: Governor Harold E. Stassen 
Appress: The Netherlands Ambassador 
Appress: The Chinese Ambassador 


TUESDAY, JUNE 23 
Business SESSION 
Prestpinc: Governor Homer M. Adkins 
Rounp TABLE: Progress of War Effort 


Special Guests 


The Secretary of Commerce The Administrator, Office of Price Administration 
The Under Secretary of War The Chairman, War Manpower Commission 

The Assistant Secretary of the Navy The U. S. Director of Civilian Defense 

The Chairman, War Production Board The Director, Office of Defense Transportation 


LuNcHEON— Grove Park Inn 
PrestpinG: Governor Charles Edison 
Appress: Governor John W. Bricker 
Appress: Governor William H. Wills 


Business SESSION 
PresipinGc: Governor Dwight Griswold 
CONTINUATION OF RouND TABLE: Progress of War Effort 


EXECUTIVE SESSION 


Dinner—Grove Park Inn 
PresipinG: Governor John Moses 
Appress: Governor Frank M. Dixon 
Appress: Governor Leverett Saltonstall 


‘WEDNESDAY, JUNE 24 
Business SESSION 
PresipinG: Governor Matthew M. Neely 


*““GUARDING STRATEGIC AREAS”. cc coves Governor Spessard L. Holland 
**AGRICULTURE’S CONTRIBUTION TO VICTORY”. Governor Henry F. Schricker 
*“ORGANIZATION AND TRAINING OF STATE . .+ Governor Arthur B. Langlie 
“INTERSTATE TRADE BARRIERS AND THE WAR Ervort”’................+.++++.«+Governor Julius P. Heil 


DiscussION 


LuNncHEON——Brevard, North Carolina. Guests of the Ecusta Paper Corporation 


Adjournment 
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